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business leaders in making trade policy and
business decisions.
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As the domestic monetary regime plays a crucial
role in supporting a stable economy, the judicious
choice of a country’s exchange rate regime is
needed. Indeed, the choice of exchange rate
regime is a perennial issue in international
finance. In view of China’s integration into the
world economy and its strong linkages with
Hong Kong, there has been increasing interest in
the exchange rate arrangements of these two
countries. In particular, a pertinent question that
arises is how the reforms of China’s exchange
rate system will impact Hong Kong’s currency
peg to the US dollar.
This book, which draws on the author’s
substantial experience in central banking and
with the Hong Kong Monetary Authority, provides
an accessible account of the rationale behind the
choice of the currency board system in Hong
Kong. The book not only details the circumstances
surrounding the adoption of the currency peg
system but also rigorously describes how the
functioning of the monetary system has evolved.
In addition, there is a brief assessment of the
performance of the currency board system and
interesting differences with other monetary
regimes are highlighted.
Part One presents a snapshot of the present
currency board system, which is convenient for
readers expecting a quick description of the key
features of the system. Part Two examines the
framework of the currency board system and
how it differs from the mainstream model. The
clear schematic representations in the annexes
aid in understanding of these alternative frame-
works for monetary policy.
Part Three comprises three chapters that
provide a narrative of significant historical events
spanning the period from the mid-1930s to the
1983 crisis, which led to the subsequent re-adoption
of the currency board system. The following
chapters in Parts Four and Five offer insightful
accounts of the evolution of the currency board
system’s operation and the associated institutional
structure from 1983 to the present day. Pertinent
legal and administrative texts that govern monetary
policy in Hong Kong are reproduced in the
annexes, lending support to the account.
The book concludes with Part Six assessing
the performance of the currency board system as
well as Hong Kong’s broader economic per-
formance since 1983. As the author notes, this
section is rather brief, with little exposition on
the cost of adopting the currency peg, particularly
the relatively huge domestic price adjustments
suffered by the economy in the aftermath of the
1997 East Asian financial crisis. As a final note,
the author argues that the currency board system
with its US dollar peg will continue to provide a
stable monetary system for Hong Kong even
after the Chinese 
 
yuan
 
 becomes convertible. The
author recommends that the Hong Kong dollar
should track movements in the Chinese 
 
yuan
 
only when there is greater convergence in the
structure of the two economies.
Overall, this informative book will be useful
to those interested in understanding the past and
present monetary system of Hong Kong.
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China deserves rich accolades for its vertiginous
growth rate of the past three decades. Growth
of this magnitude, sustained over such a long
period, has few historical parallels. The improved
economic performance of India after 1991, which
spiked over the period 2005–07, has also
attracted the attention of academics and policy
mandarins. Several scholarly research works
have been engaged in answering the question of
how rapid growth in these two populous giants
will affect not only other developing and industrial
economies but also the global economy (Das
2006). To be sure, as China, rapidly, and India,
